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Environmental Regulation, Skill Premium and International Competitiveness of
Manufacturing Industry

YU Dong-hua, SUN Ting
(School of Economics, Shandong University, Jinan 250100, China)

Abstract: As a general trend currently, would strengthening environmental regulation affect international
competitiveness of manufacturing industry? By conducting a theoretical analysis and a panel estimation based on
double —nested Dixit—Stiglitz model, we find that environmental regulation plays a positive role in promoting skill
premium and is larger in heavy and moderate polluted industries. Then, mediating effect model reveals that
influence of environmental regulation on the competitiveness is multidimensional, which not only has direct
“environmental—economic” effect, but also is partially mediated which is demonstrated by the skill premium,
however, the coefficient of mediating variable is contrary to our expectation. Therefore, we further set a threshold
panel model which shows that mediating effect has some non —linear characters. Effects of skill premium on
industrial competitiveness possess a feature of dual—threshold effect. At a lower level of skill premium, it has
significant positive impact. When exceeds the left—side threshold, it will hinder further enhancement of industrial
competitiveness due to reasons like skill-demand mismatch. However, higher skill premium is conducive to better
strengthen positive effect of environmental regulation. Some measures such as implementing classified regulation
policies, strengthening cultivation of skilled talents, optimizing structure of factor endowments and promoting the
integration of capital and technology would help enhance the international competitiveness of manufacturing industry.

Key Words: environmental regulation; skill premium; mediating effect; panel threshold model; international
competitiveness of manufacturing industry
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